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The Honorable Steny H. Hoyer, President of the Senate

The Honorable John Hanson Briscoe, Speaker of the House
of Delegates

Members of the General Assembly

The State Tax Reform Study Committee, originally
appointed by the Legislative Council of Maryland in 1975,
submits its second report to the General Assembly of
Maryland. The original report was submitted February
of 1976 and was titled "1975 Report of the State Tax
Reform Study Committee." It included a technical supplement.

That report recommended that the 1976 General Assembly
consider ten specific pieces of legislation. Of the ten
suggestions, six were passed by the General Assembly and
enacted into law.

The Committee this year is recommending for consideration
by the General Assembly some of those bills suggested last
year and not passed by the legislature. 1In addition, the
Committee is recommending some new proposals.

On behalf of the Committee, I wish to acknowledge the
outstanding research and analysis assistance provided by the
staff of the Department of Fiscal Services, expecially that
provided by Frank J. McGovern, Jr. and Linda M. Krausz. Once
again, the work of the legislative staff was greatly assisted
by the cooperation of the Executive Branch in the gathering
of, analysis of, and presentation of much basic needed infor-
mation. Particularly, Dr. H. Louis Stettler, II1, of the
Department of Budget and Fiscal Planning, Mr. George H. Spriggs,
Jr., of the Income Tax Division of the Comptroller's office
and Mr. Henry A. Heinmuller, Jr. of the Sales Tax Division of
the Comptroller's office were most helpful to the Committee.
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The Honorable Steny H, Hoyer, President of the Senate

The Honorable John Hanson Briscoe, Speaker of the House
of Delegates :

Members of the General Assembly

The Committee urges the members of the General Assembly
to give the recommendations contained in this report their
careful consideration and to view them as steps towards
continuing to improve tax equity in Maryland.

Very truly yours,
7 Gk

BLC/1lg enjamin L. Cardin
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1976 REPORT OF
THE STATE TAX REFORM STUDY COMMITTEE

Origin of Committee

The State Tax Reform Committee was created initially in June of 1975 by
the Policy Committee. Sixteen members were appointed, one-half from the House
and one-half from the Senate.

in its Initlal year the mandate given the Committee was to examine criticisms
that had been leveled against the Maryland tax system with respect to its equity
on the Individual taxpayer.

The Committee's conclusions for its 1975 activities are found in the report
dated February, 1976 and distributed to the General Assembly. Ten bills were
submitted to the 1976 Session as House Bills 1745 through 1750 and six of the
bills were adopted as Chapters 810 through 815 of the Acts of 1976. The subjects
approved were the following:

® Subchapter S corporations; treatment of distributions of income

e Elimination of exemption for corporate nonbusiness income and dividends
e Penalties for failing to file State returns and pay tax

e Refunds of income tax upon federal adjustments

e O0il depletion allowance; subjected to tax

e Penalties for filing fraudulent State returns

The Policy Committee authorized the continuation of the State Tax Reform
Committee in November, 1975, to include the same membership for the expressed
purpose of rectifying, if possible, inequitable taxation of individual taxpayers
in Maryland.

While addressing the question of how to make the tax structure more equitable
among the various classes of individual and among business taxpayers, the Committee
also reviewed the possible needs for additional revenues required by nearly a $3.7
billion State governmental operation that is simultaneously faced with inflationary
cost pressures and the demand for more services. |In addition the Committee
reviewed the ever increasing burden which property taxation places on individual
homeowners.

The Committee's responsibility was to make recommendations on needed changes
in the tax structure and to report them directly to the 1977 General Assembly.




Summary of Committee Activities

The Committee developed a working agenda for the 1976-Interim which consisted
of the following activities:

e In-depth examination of income and Sales Taxation
e Review of Federal Income Tax changes

e State and Local Revenue Requirements

e Extension of property tax relief programs

e Review of Business and Death Taxes

The details on each of the activitles may be found in the Technical Supple-
ment to the Summary Report of the Committee.




MAJOR CONCLUSIONS

Personal Income Tax

The primary source of the State's general fund revenues is the personal
income tax. This single source of revenue accounts for approximately 49 percent
of the total general fund revenues.

Statistical comparison of Maryland with other states indicates that it
places a greater reliance on personal income taxes for raising revenues than
many other states. The local subdivisions within the State receive 'piggyback
income tax revenues. While they are not the largest source of revenue for the
localities, they constitute the second major contributor, approximating Lo percent
of the property tax collections.

A review of the current income tax structure was necessary in order to address
questions of equity and progressivity changes to the system without endangering
State operations.

The Committee reviewed several proposal alternative changes to the current
income tax system. One of these was in the area of the rate and bracket structure.
The effect of further graduation to the rate and bracket structure would lessen the
tax burden for persons with low to medium incomes and increase the tax burden for
individuals with higher incomes. The current rate and bracket structure penalizes
the lower and moderate income levels when the tax burden is compared as a percen-
tage of income. After reviewing several proposals, no action was taken to revise
or replace the current rate and bracket structure. However, the Committee went on
record as favoring a more progressive rate and bracket structure, with establishment
of a separate rate structure for heads of households, and with the intention that
the local revenue gains resulting from rate and bracket changes should be utilized
to reduce local property tax rates.

To improve equity the Committee recommended alteration of the standard deduc-
tion allowance in the manner proposed by the Committee to the 1976 Session. Currently
the standard deduction allowance is 10 percent of adjusted gross income up to $500
on income of each taxpayer. The reason the Committee felt a change was necessary
was because the deduction had remained the same for a number of years and did not
compare with the increasing Federal allowance. In order to improve equity and
progressivity, the Committee proposed a standard deduction allowance of 10 percent
of adjusted gross income up to a maximum of $1,500, on the income of each taxpayer
with a $500 minimum. This change would achieve comparability with the Federal
allowance.

The Committee felt, as it had in 1975, that it was necessary to change the
filing status of single and two-income households in order to achieve equal treat-
ment of both. The current system allows married persons who file a joint return
for federal purposes, to file a married-separate return at the State level. This
amounts to a $60 State and $30 local tax savings that the single taxpayer does not
enjoy. To alleviate this disparity the Committee proposed equal treatment of both
the single and married taxpayers by the elimination of the married combined-separate
filing status.




The Committee also reviewed an inequitable situation which had arisen with
student income. Currently a student with earned income of under $2,350 does not
have to file a tax return and therefore incurs no tax liability. However, if the
same student has any unearned income, even a very minimal amount, then the student
must file a return and incur a tax liability on all income remaining after deduc-
tions. The Committee believes that students or persons considered as minor
dependents should be allowed to file returns as single taxpayers, irrespective of
the type of income.

Federal Tax Reform

The Tax Reform Act of 1976 contained slightly less than 200 revisions to
the Federal income tax code. A number of these changes required revisions to
the State income tax laws.

One of the revisions necessary was the treatment of child care expenses.
At the federal level child care expenses are to be treated as a tax credit rather
than as an itemized deduction. The Committee examined several methods of approach-
ing this change. One method would be to treat the child care expense as an itemized
deduction. Another was to follow federal practice while yet another was to treat
child care expenses as an adjustment to income.

The Committee approved legislation which will treat the child care expense
as an itemized deduction using the federal allowances as they were previous to
the federal reform. In addition, it was felt that rather than propose emergency
legislation the child care deduction expense would be allowed for two years on
the 1977 tax returns. The main reason for this approach was that the Committee
considered that many taxpayers would file early returns and rather than amend
the return for a small amount of savings, they would forego the deduction allow-
ance for 1976 altogether, whereas by allowing the deduction allowance for two
years, all taxpayers would benefit.

Minimum tax on tax preference income items was another area requiring State
reform. In the Tax Reform Act, the minimum tax rate was changed from 10 to 15
percent, the exemption from the tax was reduced and three new items of income were
added to the list of tax preference items. !t also removed the carryover of excess
income tax paid in prior years as an offset for 1976. The Committee approved legis-
lation to make the necessary changes in Maryland law to reflect federal practice.

The treatment of estate and gift taxes will require Committee attention,
however at this time the full impact of the changes is not known. Some of the
major changes that were made at the Federal level were to eliminate the $30,000
lifetime gift tax exemption and substitute it with a $60,000 estate tax exemption
and treat it as a unlfied gift and estate tax credit. It also changed the treatment
of gifts in contemplation of death and marital deductions for gifts made to the
spouse. Another feature was the change in the gift tax rate structure.

The Tax Reform Act gave the State the authority to withhold State and local
income taxes from the active duty pay of members of the Armed Forces and military
reserves who claim Maryland as their home of record. The Committee approved
legislation to implement this provision.




Sales Tax

The second major sources of State general fund revenues is the sales tax.
It accounts for about 25 percent of the total general fund revenues.

The sales tax generally is considered a regressive tax. However, Maryland's
current exemption for food and medicines and medical supplies makes the State's
sales tax less regressive than this tax is in other states.

The combination of the narrow tax base and dependence on the income tax
means that the sales tax in Maryland is not as significant a revenue source as it
is in other states.

The Committee reviewed various aspects of extending the sales tax base to
include carryout foods as well as certain types of services. It also explored
the possibility of providing an income tax credit or deduction allowance for low
income persons who are more heavily affected by the tax.

Currently, the sales tax is levied at a rate of 4 cents on the dollar and is
applied to all retail sales of tangible personal property and certain selective
services. The Committee reached a decision to propose legislation that would treat
prepared meals for consumption equally. Currently, sales of prepared meals for
consumption off the premises are exempt from the tax while sales of meals for con-
sumption on the premises are taxed. The Committee felt that this treatment was
not equitable and has taken action to expand the sales tax base to include meals
for consumption off the premises.

The Committee reviewed the possible extension of sales tax on various types of
consumer and business services and certain professional services. The Committee
took no action of extending the sales tax to services currently exempted.

An income tax credit or deduction allowance for low income persons if a sales
tax was imposed on food was examined by the Committee. The Committee believes if
the sales tax was ever imposed on food, that there should be a credit for low income
persons to offset the very regressive nature of such action.

State and Local Revenue Requirements

The Committee received a report from the Department of Fiscal Services, out-
lining the State's fiscal posture for FY 1978. The report, submitted in September,
indicated a deficit of $76 million attributable to a decline in the annual rate of
increase in the income and particularly the sales tax revenues and to the balancing
of the fiscal year 1977 budget by non-recurring revenue sources in the amount of
$74 million. The Committee notes in presentation to the Senate and House of Delegates
in December, that the Department revised the estimate of deficit upward to $120
million, reflecting the revenue figures submitted by the Board of Revenue Estimates.

The local governments also are facing fiscal problems. However, the growth
in the assessable base together with increases in State financial aid have enabled
almost all counties to meet spending requirements without increasing property tax
rates. The Committee notes that in 18 counties the property tax rate for the
1976-1977 fiscal year is less than the rate in the 1972-1973 fiscal year, in one
instance as much as $.75 per hundred dollars of assessed valuation. Four counties




show an increased rate during the same period, the highest being $.23 7/10, and

one county's rate is the same. The rate in Baltimore City has increased $.02 over
the 1972-1973 rate. The projected increases in the assessable base for the 1977-1978
fiscal year should enable most local governments to handle an incremental growth
without a property tax rate increase assuming that local officials continue to
exercise prudent fiscal judgments.

Property Tax Relief Programs

The Committee recognizes that the burden of property taxes continues to be a
major problem for many homeowners. The continuing increases in home values have
resulted in ever increasing assessments.

The Circuit Breaker Program is providing meaningful relief for many homeowners
over 60. The Committee is aware of the action recommended by the House Committee
on Ways and Means to modify the program, particularly the increased allowance for
elderly homeowners with very limited income, and believes the recommendations will
improve the program. The Committee briefly reviewed proposals for extending the
Circuit Breaker Program to all homeowners and to renters and believes that
property tax relief in the nature of an expanded Circuit Breaker Program should
continue to be a priority program for the legislature.

The Committee is recommending corrective and clarifying legislation with
respect to certain existing tax credits.

Business Taxes

The Committee reviewed various business taxes and considered a single
business tax (value added tax) versus the multiple system of taxes as is currently
present in Maryland. Although, this method of taxing business is prevalent in
Michigan, the Committee recommended further study as to its applicability to
businesses in Maryland.

The Committee received a report from the Income Tax Division concerning
whether or not the State would benefit from becoming a full member of the Multi-
State Tax Compact rather than remaining an associate member. The report indicated
that while getting the advantage of the "joint audit program' the State would lose
a significant amount of corporate income tax. The Committee felt that the loss of
dollars outweighed the benefit, thereby deciding it in the best interest of the
State not to become a full member.

The Committee considered graduating the corporate income tax structure rather
than continuing the current flat rate. The Committee was to receive a report from
the Chamber of Commerce outlining the affects of business taxes on businesses in
Maryland. The report was still in process at the end of the Interim and the Chair-
man indicated that before deciding on the graduation proposal the full Committee on
Ways and Means should hear the report.

Death Taxes
The Committee reviewed death taxes and felt that further review was needed

before recommending alternatives to the present structure. However, the Committee
received testimony indicating the need for mandatory joint account reporting by




banking institutions to the Register of Wills so that the proper amount of inheri-
tance tax could be collected efficiently and effectively. Currently, the Registers
of Wills are not being provided with accurate data and unless the taxpayer reports
this information, the taxes are avoided. The Committee recommended legislation
that would require banking institutions to report all joint accounts exceeding
$1,000 to the Registers of Wills.
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‘ecome~dat S

e Lorcitlee nac appre..eu lusr «he - sess.on nine biils and one joint
resolution. The .roposals advanced ny the Committee have been de-igned to raise
sufficient revenues to alleviate some of the inequities in the Maryland tax system
without any significant impact on revenues.

The tax changes proposed here will:

make the standard deduction more generous thereby being more
uniform with the federal practice,

alter filing status to give single and two-income households
equal treatment,

alter filing status to treat minor dependents as single taxpayers,
provide child care deductions using the old Federal allowances,
make the State income tax structure uniform with the Federal
income tax system in the areas of minimum tax on tax preference

items and withholding requirements for military personnel,

alter treatment of carryout foods thus making the sales tax
treatment of prepared meals more equitable,

support the Advisory Commission on Intergovernmental Relations
wlth respect to income and sales tax treatment of military
personnel, and

provide for more accountability of joint accounts requiring
inheritance tax collections.
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RECOMMENDED LEGISLATION

Income Tax Legislation

® Amount of Standard Deduction - ‘ouse Bill 1046

o Combined Separate Filing Status - House Bill 1048

e Returns by Dependents - House Bill 1051

e Child Care Expenses =~ House Bill 1047

e Taxing of Tax Preference Income - House Bill 1049

e Withholding of Taxes on Military Pay - House Bill 1050

Sales Tax Legislation

® Sales Tax Applicability to Food - House Bill 1052

Property Tax Legislation

® Local Credits Clarifled - House Bill 1053

Death Tax Legislation

® Inheritance Tax - House Bill 1054

Combined Income and Sales Tax Legislation

e State Taxation of Military Income and Store Sales - House Joint
Resolution 50







HOUSE OF DELEGATTES

No. 1046

By: Chairman, State Tax Reform Study Committee
Introduced and read first time: February 4, 1977
Assigned to: Ways and Means

A BILL ENTITLED

AN ACT concerning
Income Tax - Amount of Standard Deduction

FOR the purpose of changing the amount of the standard
deduction allowed to be deducted Ly certain resident
and nonresident individvals from Maryland income
under the State income tax laws: providing for ¢the
effective date of the change; and clarifying
language and structure.

BY repealing and reenacting, with amendments,

Article 81 — Revenue and Taxes

Section 282

Annotated Code of Maryland

(1975 Replacament Volume and 1976 Supplement)

SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF
MARYLAND, That Section 282 of Article 81 — Revenue and
Taxzas, of the Annotated Code of Maryland (1975
Replacemant Volum2 and 1976 Supplement) be and it is
hersby repealed and reenacted, with amendments, to read
as follows:

Article 81 - Revenue and Taxes
282,

(4) For all calendar years beginning after
Decembesr 31, 1950, and for all fiscal years ending after
{said) THIS date, an individual, excludingf, however, ]
fiduciaries to the extent included under subsection (e)
and defined wunder subsection (f) of § 279 of ¢this
subtitle, shall be allowed a standard deduction, [which
shall be allowed} BUT only if the individual elects to
claim it. Where the 1individual elects to claim the
optional standard deduction [here provided, such

EXPLANATIOM: CAPITALS INDICATE MATTE

Numerals at right identify computar lines of tex*.

13

R ADDED TO EXISTING LAW.
[Brackets ] indicate matter dele+ed from existing law.

34
37
L1

L2
u3

54
57
59
60




2 HOUSE BILL No. 1046

deduction] PROVIDED BY THIS SECTION, IT shall ke in lieu
of all itemized deductions provided for in § 281[. The
standard d2duction herein provided for shalll , BUT IT
MAY not be in lien of the deductions permitted under
federal law in arriving at adjusted gross income. The
standard deduction provided [for] by this section shall
be in an amount 2qual to [ten] 10 percent [ (10%) ] of the
gross income of the taxpayer as computed in accordance
with the provisions of this subtitle but in no event
shall the standard deduction exceed (five hundred dollars
($500.00) ] 3$500.

{B) FOR ALL CALENDAR YEARS BEGINNING AFTER
DECEMBER 31, 1976, THE STANDARD DEDUCTION UNDER THIS
SECTION SHALL BE IN AN AMOUNT EQUAL TO 10 PERCENT OF THE
GROSS INCOME OF THE TAXPAYER, BUT NOT LESS THAN $500 NOR
MORE THAN $1,500. In the case of husktand and wife filing
a joint return, [said] THE return for the purposes of
this section(,] shall be considered the return of [ two
taxpayers; ) ONE TAXPAYER; (however,] BUT the standard
deduction provided for in this section [shall] IS not
[be] allowed to either SPOUSE if the net income of one of
the spouses is determined without regard to [such] THE
standard deduction or without regard to § 289 [hereof,
anything to the contrary in said § 289 notwithstanding.],
DESPITE THE PROVISIONS OF SECTION 289 TO THE CONTRARY.

SECTION 2. AND BE IT FURTHER ENACTED, That this Act
shall take effact July 1, 1977. .

14
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No. 1048

8y: Chairman, State Tax Reform Study Conmmittee
In+roduced ani read firs* time: February 4, 1977
Assigned to: Ways and Means

A BILL ENTITLFD

AN ACT concerning
Income Tax - Combined Separate Filirg Status

FOP rhe purpose of changing the mannar of filing of
income tax returns by spouses and making the State
filing status determined by -he federal filing
status; and making the provisions of this Act
applicable to all taxable years after a cert*ain
date.

BY repealing and reeracting, with amendments,

Article 81 — R2venue and Taxes

Saction 280 (1)

Annotated Code of Maryland

(1975 replacement Volume andi 1976 Supplement)

SESCTION 1. BE IT ENACTED BY THE GENTFAL ASSEMBLY OF
MARYLAND, That Section 280(d) of Article 81 — Revenu2 and
Taxes, Nt the Annotated Code of Maryland (1975
Replacement Volum= and 1976 Supplement) be and it is
heraby repzaled and reenacted, wi*h amendments, *o read
as follovs:

Article 81 — Rz2vznue and Taxes
280.

(4) nm FTn] FOR ALL CALENDAR VYEARS BEGINNING
BEFJRE JANUARY 1, 1°7¢, IN +the event a hustand and wife
who have filed a joint federal income tax re*urn elect to
file separate Sta*e income tax returns, such *axpayers
shall complats a schedule reconciling the separate income
and deductions of each to the federal adjusted gross
inzome and deductions shown on *heir faderal income tax
return.

SXPLANATION: CAPITALS INDICATF MATTEF ADDED TO EXISTING LEW,
[ Brackets 1 indicate matter deleted from existing law.

Numerals a* right id2ntify computer linaes of text.

15

45

L8
us

50
51

54
Sil
59
60

63
66
69
70
71
k)

L



2 HOUSE BILL No. 1048

(2) S0P ALL CALENDAR YEARKS BEGINNING AFTER
DECZMBER 31, 1975, A HUSBAND AND WIFE WHO FLECT TO FILE A
JOINT FEDERAL INCOMF TAX RETURN SHALL ALSO FILF A JOINT
STATE XETURN, AND WHO FLECT T0 FILE SEPARATE FEDERAL
REIURNS SHALL ALSD FILE SEPARATE STATE RETURNS.

SECTION 2. AND BE IT FURTHZR ENACTED, That this Act
shall “ake effect July 1, 1977,

16

76
77
78

83
84




H0O0USE o F DELEGATTES

No. 10%1

3y: The Chairman, State Tax Feform Study Committee
Introduced and read first time: February 4, 1977
Assignad to: Ways and Means

A BILL FNTITLED

AN ACT concerning . 34
Income Tax — Returns by Dependents 37
FOR th2 purpose of providing *he income levels at which 41

dependant taxpayers must file tax returns.

BY repesaling and reeracting, wi+h amendments, L3
Articls 81 — Fevenue and Taxes ué
Section 294 (a) u7
Annotated Code of Maryland us
(1975 Replacement Volume and 1976 Supplemant) 4

SECTION 1, BF IT ENACTED BY THE GENFRAL ASSEMBLY OF 5%

YARYLAND, That Section 294 (a) of Article 81 - Pavenue and 85
Taxes, of the Ennotated Code of Maryland (1975 57
Replacement Volum2 and 1976 Supplement) be 2and it is 58

hereby repealed and reenacted, with amendments, to read
as follows:

Ar+icle 81 -~ Revenue and Taxes 61
294, 64U
(a) (n Bvery individunal residen* of this State, 67
and every individual not a resident of this State 68
r2ceiving 1income derived from sources within this State, 69
other than fiduciaries, who is required to file a federal
incom2 *ax return under the provisions of Sec*tion 6012 (a) 70
9f th2 Internal Revenue Code, as amended from ¢tims ¢to 71
time, or whosa federal income together with any
modification additions contained 1in Section 280 (b) of 72
this subtitle exceed the limits provided by said Section 73
5012(a), shall file with the Comptroller a return in such
form as the Comptrollaer shall prescribe, and shall attach 74
-1 “o said return a copy of the statement received fror his 75

amployer showing his compensation, salary or wages and

EYPLANATION: CAPITAIS INDICATFE MATTER ADD3D TO FYISTING I1ANW.
fBrackets] indicate matter deleted from existing law.
Numerals at right identifv computer linss of text.
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2 HOUSE BILL No. 10531
tha Maryland income tax withheld therafrom.

(2) NOTWITHSTANDING ANY OTHER PPROVISION OF
THIS SECTION TO THE CONTRARY THE INCOME LEVEL AT WHICH A
DEPINDENT TAXPAYER MUST FILE A TAY RETURN IS DETERMINED
JNDER THE PROVISICNS OF SECTION 6012 (A) (1) (») (I) OF THE
INTERNAL REVENUE CODE, AS AMENDFD FROM TIME TO TIME,
TOGETHRER WITH ANY MODNIFICATION ADDITIONS CONTAINED IN
SECTION 280(B) OF THIS SUBTITLE.

(3) Notwithstanding any other provisions of
this subtitle to the contrary, any individual not
required to file an income tax return to this State in
accordance with the provisions of this subsection, shall
not be liable for any income tax otherwise due under this
subtitle, Such individual, by filing a return 1in such
form as prescribed by *he Comptroller, shall be entitled
to a refund of all income taxes either withheld or paid
as an estimated tax under the provisions of Sec*ion 312
of +this subtitle.

SECTION 2. AND BE IT FURTHER ENACTED, That this kct
shall take effect for all calendar or fiscal vyears
beginning or ending after December 31, 1976,

SECTION 3. AND BE IT FURTHRR ENACTED, That this Act
shall take effect July 1, 1677,
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HOUSTE o P DELEGATES

No. 1047

By: The Chairman, State Tax Reform Study Comnittee
Introduced and read first time: February 4, 1¢77
Assigned *to: Ways and Means

A BILL FNTITLZTD

AN ACT concerning
Incom2 Tax — Child Care Expenses

FOR the purpose of providing a subtraction modification
to the federal adjusted gross income of Maryland
*~axpayers for <certain expenses for the care of
dependent <children for npurposes of +he Maryland
State income *ax.

BY r=pealinj and reenacting, vwith amendments,

Articles 81 - Revenue and Taxes

Sectior 280 (c)

Annotated Code of Marylangd

(1975 Replacement Volume and 1976 Supplement)

SECTION 1, 3F IT™ ENACTED BY THE GENFRAL ASSTMBLY OF
MARYLAND, That Section 280 (c) of Article 81 - Revenue and
Tax2s, of th=2 DPnnotated Code of Marvland (1275
Replacement Volums and 1976 Supplement) Yte and i+ is
her2by repeal=d and reenacted, with amendments, to read
1s follows:

Article 81 — Ravenue and Taxes
280.

(c) There shall be subtractead from federal
adjusted gross 1income: (1) interest or dividends on
obligations of the Onited States and its territories and
poss2ssions or of any authority, cormmission or
irstrumentali*y of the United States and any other income
to the extent includable in gross income for federal
income tax purposes, but exempt from State income taxes
under the laws of +he United States; (2) payments
recaivad by policemen and firemen from pension systenms
for injuries or disabilities arising out of and@ in *he

EYPLANATION: CAPITALS INDICATT MATTER ADDED TO EXISTING LAW.

[Brackets] indicate matter deleted from existing law.
Numerals at right identify compu*2r lines of taxt.
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2 HOUS® BILL No. 1047

course of their employment as policemen or firemen; (3)
for all taxable years ending after December 31, 1°¢72,
amounts received by an individual who has attained tha
age of 65 years bafore the close of the taxable yesar as
an annuity, pension, or endowment under a private,
municipal, State or federal employee retiremen* systenm,
and included in such individual's federal adjusted gross
incoame, this subtraction shall no* exceed an amount equal
to the average annual benefit received in Maryland by
persons who retired at the age of €65 or older under the
5ocial Security and Failroad PRetirement Acts for the
prior calendar year. The Comptroller shall determine the
amount of the average benefit annually and for the
purposes of this subparagraph may allow +the subtraction
to *he nearest 3$100. The allowed subtraction shall be
reduced by the amount of o0ld age, survivors, or
disabili+y benefits received under the Social Security
Act, the Pailroad Retirement Act, or both, as the case
may be; (4) in the case of persons retired prior to
January 1, 1967, payments received which represent
uncovered contributions to a retirement system over and
above any amount of such contributions remaining to be
recovered tax free on the federal return, limited to an
amount which together with the amount of any tax—free
exclusion in th2 federal return does not exceed the
exclusion which was permitted under the laws and
regulations of *his State prior to the year 1967; (5) to
th2 =2xtent included, the amount of any refunds of income
taxes paid to the State of Maryland, any other state, the
District of Columbia, and any political subdivision of
th2 state of Maryland and of any other state; (6) to the
extent included, distributions to beneficiaries of
accumulated incom2 on which income tax has been paid by a
fiduciary to this State; (7) FOR ALL CALFNDARP YEARS
BESINNING AFTER DECEMBEPR 31, 1976, AN AMOUNT OF
HOUS EHOLD OR CHILD CARE EXPENSES BASED ON EYPENSES PAID
IN THE CALENDAR YTSAR FOR WHICH DETFRMINED AND CALCULATED
PURSUANT TO THE PROVISIONS OF SECTION 214 OF THE INTERNAL
REVENUE CODE PRIOR TO THE REPFAL OF THIS SFCTION FOP ALL
CALENDAR YEARS BEGINNING WITH 1976; and [(7) ] (®) for all
taxable vyears ending after December 21, 1972, amourts
received by an individual who is totally disabled, as an
annuity, pension >r endowmen* under a private, municipal,
State or federal retirement system, and irclud»d ir such
individual's federal adjust=4d gross income, this
subtraction shall not exceed an amount equal %o +the
avarage annual benefit received in Fkaryland bv vpersons
wh> retired a+ +the age of 6% or clder under *he Social
ecurity anid Railroad Retirement RActs for +he oprior
calendar year. The Comptroller shall det=rmine the
amount of the average benefit anrnually and for ‘*he
purposes of ~this subparagraph may allow the subtraction
to the neares« $107. The allowed <cubtractior shall be
reduced by +he amount of disability benefits received
under the Social Security Act, the Railroad <2etirement
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HOUSE BILL No. 1047

Act, or both, as the case may be.

SECTION 2. AND BE IT FURTHER ENACTED, Tha*, for the
calendar y=2ar 1977 only, and in addition to the amount
allowed in Section 1 of *this Act, thers shall be allowed
a2 d2dquction hased on the amourt of expenses paid in
calandar year 1976 and calculated pursuant +*o the
provisions of Section 214 of the In%ernal ®evenue Code
prior to the repeil of this sec+tion for all calendar
vears beginning with 1976.

SECTION 3. AND BE IT FURTHE® FNACTFD, That this Act
5hall take effect July 1, 1977.
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EMERGENCY RILL
OF DELEGATES

e
()

'S

1

y: Chairman, S+tate Tax Reform S*tudy Committeo
ntroduced and real first *ime: February &, 1¢77
ssijned =o: #7ays and Means

RN i)

2l

A BILL ENTITLFD

AN ACT concezaing
Income Zax — Taring of Tax Preference Incone

¥JR the purpose of charnging the S*ate taxation »f certain
it2ms of tax preference income to make State
taxa*ion conform to the federal taxation of this
kind of income; making the provisions of this Ac*
applicable <+o all taxable vyears af=er a certain
date; and making this Act an emergency mesasure,

BY repealing and reenracting, with amendment*s,

Article 91 — Revenue and Taxes

Sa2ction 2808

Annotated Code of Maryland

(1975 Replacement Volume and 1976 Supplement)

SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF
MARYLAND, That Section 280B of Article R1 - Fevenue and
Taxss, of the Annotated Code of ™“aryland (1975
Replacement Volum2 and 1976 Supplement) be and it is
hersby rep2aled and reenacted, with amendments, to read
as follows:

Article 81 — Revenue and Taxes
2808,

(a) For purposes of this subtitle, 1items of +ax
preferance are de*ermined and defined in §§ 57 and 58 of
the Internal Pevenue Code, as ama2nded from time to time,
2xcluding +h2 o0il percentage depletion allowarce as
claimed and allowed under § 672 of the 1In+ernal Tevenue
Col2, as amended from time *o tim2, th2 sum *otal of
which 1is 1in excess of ([%20,000 as specified and
apportion=d wunder the provisions of 4§ 57 and %1,
resp2ctively, ) THT 2MOUNT SPECIFIED IN SFCTION 56 (E)(1)

ZXPLANATION: CAPITALS INDTCATE MATTER ADDFD TQ EXISTING LAW.
(Brackets] indicate matter deleted from =2xisting law.
Numerals at right identify comput2r lines of taxt.
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2 HOUSE RILL No. 1049

of the 1Internal Pevenue Code, as amended from *ime to
tima, AS MODIFIED AND APPORTICNED UNDER THE PROVISIONS
OF SECTION 58 OF THE INTERNAL PEVENUE CODE, AS AMENDED
FROM TIME T2 TIME.

(b) A "tax option" corporation which has elected
to file its federal 1income tax return under the
provisions of § 1371 of Subchapter "S" of <“he Int=arnal
Revenue Code and for purposes of subsection (a) of this
saction, shall account for its tax preference 1items as
b21onging to the corporation. These items of tax
preference may not be +reated as helonging to the
individual shareholders of the corporation.

(c) The determination of the tax preference 1itenms
of a nonresident individual under subsec+*ion (a) of this
section for purposes of this subtitle are governed by the
following provisions:

(nH Th2 itams of tax preference of a nonresident
individual of this State include only those items which
are praperly allocated to *his State in accordance with
the provisions of § 287 of this subtitle.

(2) Nonresident individuals having *ax preference
items allocable both within and without this <tate, are
allowed only that proportion of the [$30,000) exclusion,
as provided in this section, as the items of tax
preference allocable *to this State bear to their total
itams of tax prefarence.

SECTION 2, AND BF IT FURTHER 3INACTED, That the
provisions of this Act are applicabls to 'all calendar
years beginning after December 31, 1975.

SECTION 3. AND BE IT FURTHER ENACTED, That this Act
is hereby declared to be an emergency measure and
nec2ssary for the immediate preservation of ¢he public
health and safety and having been passed by a y2a and nay
vot2 supported by *hree—fifths of all the memkers slected
to ecach of the two Houses of the General Assembly, *he
same shall take effect from the date of its passage.
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HO 1 S E oF DELEGRZ2TTES

No. 1050

. By: The Chairman, Sta*+=2 Tax Reform Study Committee
Introducad and read first +ims: February 4, 1977
Assigned *o: Ways and Means

A BILL ENTITLED

AN ACT concernirg k1
Income Tax — dithholding of Taxes on Military Pay 37
FOx the purpose of removing a prohikition in th2 State <1
income tax law against withhnlding income tax on 42
active duty military pay of Maryland residents in
the armed forces or mili*ary reserves; and L3

clarifying language.

8Y repealing and reeracting, with amendments, 45
Article 81 - ®2venue and Taxes 4R
Section 312(b) 50
Annotatel Code of Maryland 52
(1975 Replacemen* Volume and 1976 Supplement) 53

Preamble 57
The Federal Tax %Seform RAc* of 1976 contains a 60

provision which allows the states to withhold State and 61

local income taxes from *he active duty pay of members of 62

“h2 arm=2d forces and rilitary reserves who claim Maryland

1s thair home of record. 7Tn order *o take advantage of 62

the federal law i+ ie necessary to repeal the prohibition 6h

in the State income tax law which prevents this 65

vi*hholding; now, *herefore,

SECTION 1., BE IT ENACTFD BY THE GENFPAL ASSENBLY OF 63

MAZYLAND, That Se~tion 2312(b) of Article 31 — “evenue and A
Tax2s, of the 3innotated Code of Maryland (1978 73
Taplacemant Volume and 1976 Supplem2r*) be and it is 74

her=by repealed and reenacted, with amendments, to read
38 £2llows:

-

Article 81 — Revenue and Taxes 77

U EXPLANATIONK: TAPITALS TNDICATE MATTFR ADDED TO EXISTING LAW.
{Brackets] indicate matter deleted from existing law.
Numzrals at right id2ntifv computer lines of text.
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2 HOUSE BILL No. 1050
312.

(b) Th2 provisions of this section fshall] DO not
apply to any vpaymen*s of salary, wagas or compensation
for parsonal services of any kind for the employer for
the followving:

1G] For active service as a nmember of the
arm2d forces of the United States.)

L)1 For agricultural labor (as defined
in the Federal Internal Revenue Code from time to time).

()2 For domestic service in a private
hom2, 1local college club or local chapter of a college
fraternity or sorority.

(% 3(3) For services performed by a duly
ordained, commissioned, or a 1licensed minister of a
church in the exercise of his ministry, or by a member of
a religious order in the exercise of duties required by
such order.,

{{5) For active service as a member of the
National Guard or other duly establisha2d federal military
reserve organizations. )

() [Nonresidentl FOR NONRESIDENT
individuals employed as seamen or seavomen upon vessels
engag2d in oceanic and foreign trade or commerce vwhile
such vessels are within any of the ports of this State.

SECTION 2. AND BE IT FUETHER ENACTED, T"hat this Act
shall take effect July 1, 1977,
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No. 1052

3y: The Chairman, State Tax Reform Study Committee
In-roduced and read first times: February 4, 1977
Assianed to: Ways and Means

A BILL INTITLED

AN ACT concarning
Sales Tax — Applicability *o Food

F)5 “he purpose of imposing the sales tax on the sales of
food for consumption off the premises where sold;
removing an exemption on the sale of prepared food;
clarifying the exemption of food sold Ly groceries
and other places with no facilities fer consumption
of the food on the premises where sold; and
clarifying language.

BY rep2aling and reenacting, with amendments,

Article 81 - Revenue and Taxes

Section 324 (f) (%), 325, and 32€(c)

Annotated Code of Maryland

(1975 =eplacement Volume and 1976 Supplement)

SECTION 1. BF IT FNACTF¥D BY THE GEZNZRAL ASSEMBLY OF
MAPYLAND, Tha% Sa2ctions 32t (f) (1), 325, ard 23226 (c) of
Article 81 - 2avenue and Taxes, of the annotated Code of
yarylani (1975 Replacement Volume and 1976 Supplement) be
and t hay are hereby repealed and reenac*ed, with
amandments, to read as follows:

Article 81 — Revenu= and Taxes
324,

ns used in +his subtitl2, the following terms shall
m2an or incluie:

(£) "RPatail sale" and "sale at retail" shall mean
the sale in any gquantity or quantities of arny <“angible
personil prop2rty or service taxakle under the terms of
~his subtirle. [Saidl THE *erm [shall mean] ALSO MEANS
all sales of tanjible personal property to any person for

EVPLANATION: CAPITALS INDICATE MATTER ADDFD TO EXISTING LAW.

fBrackets) indicate matter deleted from existing law.
Numerals at right idantify computer lines oI taxt.
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2 HOUSE BILL No. 1052

any purpose othar than those in which the purpos2 of the
purchaser is (i) to resell the property so transferred irn
th2 form in which the same is, or is to bz raceived by
him, (ii) to destroy the property so transferred in the
manufacturing, assembling, processing or refining of
o*her tangible paersonal property to be produced for sale
or in the generation of electricity, or (iii) to wuse or
incorporate the property so transferred as a material or
part, or other tangible personal property *o ke produced
for sale by npanufacturing, assembling, processing or
refining, Tang ible personal property shall be
considered to be destroyed in manufacturing, processirng,
assenbling, refining or in the generation of electricity
if it 1is <changed 1in nature by reason of its use in a
relatively short period of time, as the nature of coal is
chang2d by burning, as refractories which come in direct
contact with molten metals are changed by heat and
abrasion, as griniing wheels are reduced to dust, as
acids are changed by contamination, and so forth.
Property which is broken or mutilated {shall] IS not [hke]
considered to be destroyed. Tangible personal prop=rty
{shall] IS not ([be] considered to be destroyed in such
operations if its value as property is ordinarily
jissipated through the gradual wear or tear incident to
its use. Machinary ard small tools [shall] IS rot ([be]

considered to be destroyed in such operations. The
tarms "manufacturing," "assembling," "“processirg," and
“rafining" {shall] DO not include (3) maintaining,

servicing, or repairing; (B) testing finished products;
or (C) providing for the comfort or health of employees.
For the purpose of the tax imposed by this subtitle, the
term "sale a* retail"™ [shall 1includel INCLUDES but
[shall] IS not [be] limited to the following:

n The sale of falcoholic beverages
regardless of the place of consumption; and the sale of
ary meals, food or drink for human consumption on the
premises where sold. For the purposes of this section
th= word "premises" shall include, among other places,
parking lots connected with the place where the food is
sold] ALL MEALS, FO0O0D, AND BEVERAGES, INCLUDING
ALCOHOLIC BEVERAG=S, EXCEPT AS EXEMPTED UNDER THIS
SUBTITLE.

3125

For the privilege of selling certain tangible
personal property at retail as defined above and for the
privilege of dispensing certain selected sarvices d=fined
as sales at retail by § 224(f) of *his subtitle a vendor
shall <collect from the purchaser a *ax at*t the rate
specified in this section on the price of =each separate
retail sale mada2 1in this State on or after the date of
this section. Th2 tax imposed by t+his section shall be
paid by the purchaser and shall be computed subject to
the terms and conditions of § 334 of this subtitle, as
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HOUSE BILL No. 1052

follows:

(3) On each sale where the price 1is ([ <*wenty-five
cents (25 can+s) Y 25 CENTS, the tax is {one cent (1
cent) ] 1 CENT;

{b) On each =ale where the price is from

f«w2anty-six c2n*s (26 cents) *o fifty cents (50 cents)]
25 C3INTS 7T 50 CIZNTS, both inclusive,ftwo cents (2
cents) ] 2 CENTS;

(c) On each <sale where the pPrice is from
[fiftv—-one c2nts {51 cents) +o seveanty-five cents (75
cents) 1 51 CENTS T0 75 CENTS, bo*h inclusive, [ three
cants (3 cents) ' 3 CENTS;

(d) On 2ach sale where the pricz 1is from
fsavanty-six cents (76 cents) +to on2 dollar ($1) ] 7¢
CENIS TO $1, both irclusive, | four cents (¢ cents) ] &
CENTS

(2) n 2ach sale where the price is in excess of
[on2 dollar (37), fourl $1, U cents on each even dollar
plus [one cen* (1 cen*) for 2ach twenty—five cents (2F
cents) ] 1 CENT™ POF EBCH 25 CENTS or fraction *+hereof in
2xcess of the 2ven 4ollars.

(f) [The rates set forth in paragqraphs (a), (v,
(c) and (d) abov2 do not apply *o sales for human
consumption of any wmeals, food or drink (other than
2.coholic beverages) as defired in § 324(f) (1) of this
subtitle; when such sales where the price is one dollar
{($1), +the tax is four cents (4 cents); and on such sales
whare *he price is in excess of one donllar (%$'), the rate
of tax specified in varagraph (e) akove shall apply.]}

The tax [shall be] IS du=2 ané payable at +*he rates
set forth h2arein on all sales of taxable proparty or
servica2s delivered to the purchaser on or after June 1,
1961.

Notwitnstaniing anything to th» contrary
[hereinabove) in *his section, the rate of tax =<=hall be
as follows on th2 purchase of farm vehicles and all farm
aquipm2nt to be usel *o prepare *he so0il, bplant seeds,
service growing crops and harvest crops, ircluding (1)
nportabl= el=vatnrs and conveyors used to load harvasted
crops into storage facilities on the farm, and (2) also
including but not limited to power spraying equipment,
irriga-ion equipment and portable grair and hay dryers,
and (3 aiso bu- no* limited +*o milking machines:

(N 7n each sale where the price is from

tfif-y-on=s ca2nts (51 cents) to one dollar ($'.00), two
c2a¢s (2 cents)l 51 CFNTS TO $1, 2 CENTS;
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4 HOUSE BILL No. 1052

(2) On each [ fifty cents (50 cents)] =0
ZENTS of price or fraction thereof in exca2ss of fone
dollar ($1.00), one cent (1 cant)] %1, 1 CENT.

(9) Notwithstanding anvthing *o  the  contrary
contained in +his section the rate of tax on
manafacturing machinery and equipment as defined in §
324 (s) when so0ld to manufacturers {shall be}l IS as
follows:

(1 On each sale where the price 1is from
[fifty-one «cants (51 cents)] *to one dollar ($1.00), two
cents (2 cents) ] 51 CENTS TO $1, 2 CENTS;

(2) on each ([fifty cents (50 «cents) ]l 50
CENTS of price or fraction thereof where the sale is in
excess of [one dollar ($1.00), one cent (1 cent)3l $1, 1
CENT, The rate provided in this subsection shall apply
to all deliveries completed on and after July 1, 1968,

326.

The tax hereby 1levied shall not apply to the
following sales:

(c) Sales of food for human consumption by
churches, religious organizations, schools and colleges,
{and] the sales of food for human consumption at
hospitals, AND THZ SALES OF FOOD FOF HUMAN CONSTUMPTION BY
A BONA FIDE GROC®ERY STOREZ, MAFKET, OR ESTABLISHMENT WHICH
PROVIDES NO FACTILITIES FOR EATING SUCH FOOD ON THE
PREMISES. THE TERM "PREMISES" TINCLUDES ANY BUILDING,
GROUNDS, PARKING 1OT, OR OTHER APFA OWNED OF CONTROLLED
IN WHOLE OR IN PART BY THZ VENDOR. THE TERM "FACILITIESY
DOES NOT INCLUDE PARKING LOTS UNLESS PROVISION IS MADE,
BEYOND MERE PARKING PLACES FORP VEHICLES, FOR CONSUMPTION
THERZON OF THE FOOD SOLD. A VENDOR WHO OPFRATES BOTH A
BONA FIDE GROCERY STORE OR MARKET AND AN ESTABLISHMENT
AHICH SELLS MEALS, FOOD, OR BEVERAGES FOR CONSUMPTION ON
THE PREMISES, AT THE SAME PLACE OF BUSIN¥SS, MAY APPLY TO
THI COMPTROLLEE FOR PERMISSION TO TREAT THE TWO
JP"RATIONS STPARATELY FOR PURPOSEFS OF COLLECTION OF
RETAIL SALES AND USE TRNXES., THE COMPTROLLER SHALL GFRANT
PTRMISSION IF HE= IS SATISFIFD THAT (1) THERFT IS A BOWNA
FIDZT AND SUBSTANTIAL GFOCEFY BUSINESS AND (2) ADEQUATF
PPOVISION HAS BEEN MADE BY THY VENDOF TO SEGREGATE SALES
OF GPOCERIES FROY SALES OF MEALS, FOOD, AND BFVEFRAGES BY
THE ZATING ESTABLISHMFNT. THIS EXEMPTION DOES NOT APPLY
TO A CATERER WHO SERVES MEALS, FOOD, OR BEVEr AGRES ON HIS
OWN PREMISES, THE PREMISES OF THE PURCHASEFP, 0® ON THE
PREMISES OF A THIRD PARTY.
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SECTION 2. AND BE IT FUFTHSR FNACTED, That this Act 216
shall take effact July 1, 1977, 217
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By: Chairman, Sta*e Tax Reform Study Committes
Introduced and read first time: February 4, 1977
Assigned +o: Ways and Means

A BILL ENTITLED

AN ACT concerning
Prop2T*y Taxes — Local Credits

POR the purpose of changing the order of arrangement of
certain tax credits against local proparty taxes in
caertain counties; renumbering; clarifying 1language
and structure; and making certain cther changes
relating to local taxation of certain classes or
kinds of real and personal progerty.

3Y repealing

Article 81 — Pevenue and Taxes

Section 9C(b-1), (b-2), (e-T), (G-, (3-2), (3-3),
(j-4) , and (u)

Annotated Code of Maryland

(1975 Replacament Volume and 1976 Supplement)

BY repealing and reenacting, with amendments,

Article 81 — Pevenue and Taxes

Section 9%C(b), (f), and (k)

Annotated Code of Maryland

(1975 Feplacement Volume and 127¢€ Supplemant)

3Y adding to

Articl=s 81 — RPevenue and Taxes

Saction 9C(f-2), (j="), (o-=1), and 19(a) (10)
Annotated Cods of Maryland

(1975 Peplacement Volume and 1976 Supplement)

ENACTED BY T™HE GENEPAL ASSEMBLY OF

STCTION 1., Bg IT
ctions 9C(b-1), (b-2), (=1, (5-M,

MAPYLAND, Tha* Se

Numerals a+ right identify computer lines of text.
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(3-2) ., (i-2), (j-%), and (1) of Article 81 — Revenue and
Taxe2s, of tha2 Annotated Code of Maryland (1975
Peplacement Volume and 1976 Supplement) be and they are
hereby repealed; and that Sections 9C(b), (f), and (k) of
said Articls, Title, and Code be and they are hereby
repealed and re=nacted, with amendments; and tha* new
Sections °C(f-2), (j-1), (0-17), and 19(a) (10) be and they
are hereby added to said Article, Titls, and Code to read
as follows:

Article 81 -~ Revenue and Taxes
9cC.

{b) In All=2gany County, (1) from coun*y taxation
only, real and *angible personal proparty, own=d directly
or 1indiractly by any bona fide labor union or unions, or
by any corporation whose capital stock is exclusively
ownad by any bona fide labor union or unicns, when such
prop2rty is used solely for the mu*ual tenefit of its
membars and not for profit, =2xcept that any part of such
property which is commercially rented shall ke *axable to
the extent of the commercial use on the fair value of the
rented proparty; (2) tangible personal property owned by
nonprofit television broadcast translator stations, which
arz supported principally by public subscription; (3)
from county taxation only, real property owned by a
r2ligious organization, which property is located in La
Vale and is leased to the La Vale A+thletic Association
for the purpose of conducting athletic and recreational
programs for youth, but only when this property is wused
sol21ly and exclusively for the above purpose; [and] (4)
FROM COUNTY AND CITY TAXATION, REAL AND TANGIBLE PERSONRAL
PROPERTY OWNED BY THE SOUTH CUMBERLAND BUSINESS AND CIVIC
ASSOCIATION, INC.,, AND KNOWN AS THE SOUTH CUMBERLAND
CIVIC CENTER; (5) FROM COUNTY AND SPECIAL DISTRICT
TAXATION ONLY, REAL AND TANGIBLE PERSONAL PROPERTY OWNED
BY THE CPRESAPTOWN CIVIC IMPROVEMENT ASSOCIATION, INC.:
AND (6) from county taxation only, real property on which
improvements have been made to historic and
architecturally significant s*ructures as certified by
the Allegany County Commissionersf{. So as], IN ORDER to
ancourage improvement and reconstruction of those
prop=arties, all to be done according to the following
schedule:

(1) The proparty shall ([be exempt fronm?
RECEIVE A CREDIT AGAINST real estate taxation to the
2xtent of 100[ %1 PEFCENT of +he increase in assessed
valuation of the proper*y attribtutakle to the
reconstruc*ion and improvemen*. This {exemption] CPEDIT
shall oczcur in the first and second taxable years ir
which the improved structure is subject to taxation.

(ii) For the thirdi taxable vear in which the

34

2y
RE
87

Q1
92

g€

108

112
114

115
116
117

118
119
120

121
122
123

124
125

126
127

130
131
132
134

135
136



HOUSFE BILLl No. 1053

improved structure is subject *o taxa+ion, the
[exemption ] C®ZDI™ =shtall be to the exten* of 80[%]
?TRCENT of the increase in assessed valua“*ion of the
praoperty attributable to *hat reconstruction.

(1ii) For *he fourth taxable year in which +he
improved structure is sub ject to taxation, the
{ex2mption] CREDIT shall be to the extent of 60{%)
DPERCENT of the increase in assessed valua*ion of the
propsrty attributable to that reconstruction,

(iv) For *the fifth taxakle vear ir which *he
improved structure is subiject to taxation, the
[exemption] CREDIT shall be +o ths extent of 40[%)
DERCENT of the increase in assessed valua*ion of the
property attributable +o that reconstruct+ion.

(v) Thereafter, no {exemptionl CPEDIT for
thea purposes of +his [subsection] PARAGRAPH shall be
allowed.

[ (b-1) In Allegany County, from county and city
ordinary taxation, t*the real and tangible personal
proverty ownad by the South Cumberland Business and Civic
Association, 1Inc. and known as the South Cumberland
Civic Center.)

[ (b-2) Tn All=gany County, from county and
sp2cial district ordinary taxation, the real and tangible
personal property owned by the Cresaptown Civic
Improvement Association, Inc.?

f(=2=-1) In Calvert County, real property owned
by the Calver* County Sportsmen's Club, Inc.)

(E) In Calvert County fand Carroll Court*y]), (M
from county taxation only, real property owred by a
nonprofit ccmmunity or civic improvement associarion or
corporation, which is devoted to and used exclusively for
community, civic, educational, or library purgcses, and
where [such] THIS use is not contingent upon the payment
of any fee or other compensation, and faiiure *o pay any
{such] fee or othar compensation is not a reason to deny
admission to or use of this property. Assessments
2xacted and employed by *he association or corpora*ion
solely for the improvement or maintenance of tha property
ar2 no*t "fe2s or othar compensation" under the terms of
this paragraph; AND (2) FRPOM COUNTY TAXATTON owLy, REAL
PROPZRTY OWNED BY THE CALVFERT COUNTY SPORTSMTN'S CLUB,
INC.

(F—2) IN CARBOLL COUNTY, FROM COUNTY TAXATION ONLY,
RETAL PROPERTY OWNED BY A NONPFOFIT COMMUNITY OR CIVIC
IMPROVEMENT ASSOCIATION CP CORPORATICN, WHICH IS DEVOTED
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L HOUSE BILL No. 1053

TO AND USED EXCLUSIVELY FOR COMMUNITY, CIvIC,
EDUCATIONAL, OR LIBRARY PUPPCSES, AND WHERE THIS USE 1IS
NOT CONTINGENT UPON THE PRYMENT OF ANY FEE OP OTHER
COMPENSATION, AND FAILUORE TO PAY ANY FEE OR OTHER
COMPENSATION IS NOT A PEASON TO DENY ADMISSION TO OR USE
JF THIS PPOPERTY. ASSESSMENTS EYACTED AND EMPLOYED BY
THE ASSOCIATION O® CORPCEATION SOLELY FOR THE IMPROVEMENT
DR MAINTENANCE OF THF PROPERTY ARE NOT "FFES OF OTHEP
COMPENSATION™ UNDER THE TERMS OF THIS SUBSECTION.

{ (5-1) In Harford County, the County Council is
authorized +to permit tax credits, €for Harford County
taxes only, for silos used for processing or storage of
animal feed incidental to the operation of the farm on
which the silo is located.)

[ (i-2) In Harford County, the County Council is
authorized to permit tax credits, for Harford County
rtaxes only, for real property owned by community
associations and used for public parks, playgrounds, or
picnic areas as wused in this subsection, "community
association" means any incorporated association whose
membership is 1limited to voluntary subscriptions by
residents of the coamunity or development and which has
no power either by law, covenant, or any other m=ans to
assess fees against residents or property owners based on
proparty values.]

[ (3=3) In Harford County, the County Council
may permit a tax credit, for Harford County taxes only,
for real property which is owned by the Children's Fresh
Air Society of Maryland, Inc., to +he ex*ent *the acreage
on credit exceeds the credit allowed in § 9 (e) of
Article 81 of the Code.]

[ (j~t) 1In Howard County, the County Council may, by
law, provid= for tax credits against the amount of county
taxes with respect to real or tangible personal property
ownad by community associations and used for community,
civic, educational, 1likrary or park purposes. These
crelits may not b2 granted for any swimming pools, tennis
courts or similar recreational facilities.]

(J—-1) IN HARTORD COUNTY, (1) FROM COUNTY TA¥ATION
JNLY, THF COUNTY COUNCIL MAY ALLOW TAX CPEDITS FOE REAL
PROPEXTY OWNED BY COMMUNITY ASSOCIATIONS AND USED FOR
PUBLIC PARKS, PLAYGROUNDS, OR PICNIC AREAS. AS USED IW
THIS PARAGEAPH ONLY, "COMMUNITY ASSOCIATION" MEANS ANY
INCORPOPRATED ASSOCIATION WHOSE MEMBERSHIP IS LIMITED TO
VOLONTARY SUBSCRIPTIONS BY RFSIDENTS OF THE COMMUNITY OR
DEVELOPMENT AND WHICH HAS NO POWER FITHER BY LAW,
COVENANT, OR ANY OTHFR MEANS TO ASSESS FFES AGAINST
RESIDENTS OR PROPERTY OWNERS BASED ON PROPFRTY VALUES;
AND (2) FROM COUNTY TAXATION ONLY, THE COUNTY COUNCIL MAY
ALLDW A TAX CREDIT FORP REAL PFOPEPTY WHICH IS OWNED BY
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HOUSF BILL No. 1053

THE CHILDFEN'S FRESK AIP SOCIETY OF MARYLAND, INC., BUT
JNLY FOF ACREAGZ IN E¥CESS OF THE EXEMPTION AILOWED 7o
THZ SOCIZTY UNDER SECTION 9(®) OF THIS ARTTCLE.

(k) In Howard County, (1) from local front foot
charyes for water, sanitary, storm sewers or other
utilities only, real property owned kv community
associations and used for public parks, playgrounds, or
picnic arsas, and not improved by buildings or other
structures (excluding comfort stations, shelter, or
picnic facilities). If {such] ANY comfort stations or
picnic facilitiss are connected to the county
metropolitan commission system, only a minimum front foot
ievy shall be charged. As used {herein) IN THZIS
PAPAGRAPH OoNLY, “community associations" means
incorporated associations whose menmbership is limited to
voluntary subscriptions by residents of the communities
or development and which have no povwer either by law,
covanant, or any other means to assess fees against
residents or property owners based on proparty values[.];
AND (2) FROM COUNTY TAYATION ONLY, THE COUNTY COUNCIL MAY
ALLOW TAX CPEDITS FOR RFAL AND TANGIBLE PFPSONAL PROP ERTY
OWNED BY COMMUNITY ASSOCIATIONS AND USED FOR COMMUNITY,
CIVIC, EDUCATIONAL, LIBRARY, OR PARK PURPOSES. THESE
CREDITS MAY NOT BT GRANTED FOR ANY SWIMMING PCOLS, TENNIS
COURTS, OR SIMILAR RECREATIONAL FACILITIFS.

(0-1) IN WASHINGTON COUNTY, FROM COUNTY TAXATION
ONLY, PEAL PROP3IPTY ON WHICH IMPROVEMENTS ARE MADE TO
EXISTING STPUCTURES WITHIN AND CONTPOLLED BY ANY HISTORIC
DISTRICT IN THE COUNTY IN NORDER TO ENCOURAGE IMPEFOVEMENT
AND RECONSTRUCTION OF PROPTRTIES LOCATFD WITHIN THOSE
AREAS, ALL TO BT DONZ ACCORDING TO THE FOLLOWING
SCHEDULE:

(I) THE PROPERTY SHALL RECEIVE A CREDIT ToO
THE EXTENT 9JF 100 PERCENT OF THT INCRZASE IN ASSESSTD
VALUATION oF THZI PROPERTY ATTRIBUTABLE® 70 THE
RECONSTRUCTION AND TIMPROVEMENT. THIS FYEMPTICN SHALL
OCCUR IN THE FIRST AND SECOND TAXABLE YEARS IN WHICH THE
IMPROVED STRUCTURE IS SUBJECT TO TAYATION.

({agit FOR TH® THIRD TAXABLE YSA®, THE CREDIT
SHELL BE TO THE EXTENT OF 80 PERCENT OF THE INCREASE IN
ASSESSED VALUATION OF THE PPOPSPTY ATTRIBUTABLE TO THAT
RECONSTRUCTION.

(ITZ) FOX THE FOURTH TAXABLE YFAR, ™HF CREDIT
SHALL BE TO THZ FXTENT OF €0 PZRCENT OF TH® INCREASE IN
ASSTSSED VALUATION OF THE PPOPERTY ATTRIBUTABLE TO THAT
RECONSTRUCTION.

(IV) FOPF THF FIFTH TAYABLE YEAR, THE CREDIT

SHALL BE TO T™HE EXTENT OF 40 PERCFNT OF THEE INCREAST IN
ASSESSED VALUATION OF THEZ PROPERTY ATTRIBUTABLE TO THAT
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6 HOUST BILL No. 1053
RECONSTRUCTION,

(V) THERFAFTER, A CPEDIT FOR TH™ PIPPOSES OF
THIS SUBSECTION MAY NOT BE ALLOWED.

[ (u) In Washing*on County, fronm county taxation
only, real proparty on which improvements are made to
2xisting structures within and controlled by any historic
district in wWashington County so as to encourage
improvement and reconstruction of those properties
located within those areas, all +o be done according to
the following schedule:

(i) The property shall be exempt from real
2state taxation %5 the extent of 100 perc2nt of the
increase in assessed valuation of the property
attributable to tha reconstruc+ion and improvement., This
2x2mption shall occur in the first and second +axable
years in which +the improved structure is subject to
taxation.

(ii) For the third taxakle Year in which the
improved structure is subject to taxation, the exemption
shall be to the extent of 80 percent of the increase in
assessed valuation of the property attributable to that
reconstruction.

(iii) For the fourth taxable year in which the
improved structure is subject to taxation, the exemption
shall be to the extent of 60 percent of the increase in
assessed valuation of the property attributable to that
reconstruction.

(iv) For the fifth taxakle year in which +he
improved structure is subject to taxation, the exemption
shall be to the extent of 40 percen* of the increase in
assessed valuation of the property attritutable to that
reconstruction.

(v} Thereafter, an exemption for the
purposes of this subsection may not ke allowed.?

19.

{A) (1C) IN HARFORD COUNTY, THE COUNTY COUNCIL
AAY ALLOW SILOS USED FOR PROCESSING OR STOPING ANIMAL
FEZD, INCIDEINTAL TO THE OPERATION OF THE FARM ON WHICH
LOCATED, T3 BE EXCLUDED FPOM THE VALUATION OF THF
PROPERTY OF WHICH LOCATED.

SECTION 2, AND B® IT FUPTHER ENACTED, That this Act
shall take effect July 1, 1977.
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HOUSZE oF B DELEGATES

No. 105¢

By: Chairman, Sta*e Tax Reform Study Commi*te=
rntroduced and read first +ime: Februbary 4, 1977
issigned to: Economic Matters

A BILL ZNTITLED

AN ACT corcerning
2eyenua2 ard Taxes — Tnheritance Tax

FOR the purpose of reguiring banks, savings and 1loan
associations and other depositories of funds to
notify the R2gisters of Wills of thks respective
political subdivisions of the dea*h of persons
having moreys on deposit or invested ir such
institu*ions in Jjoint or common ownership at the
time of their death.

BY adding to

Artisle 31 — 2evenue and Taxes

Section 15%1

Annotated Coie of Maryland

(1975 Replacement Volume and 1975 Supplement)

SECTION 1. BF IT ENACTED BY THEE GENZRAL ASSEMBLY OF
MA®YLAND, That new Section 1554 be and it is hereby add=2d
to Articls 81 — ®Ravenue and Taxes, of *he Arnotated Cod2
5f waryland (1?75 ®2placament Vclume and 1976 Supplemart)
to r2ad as follows:

Article 81 — Revenue and Taxes
15514,

ON FORMS PRFPAPED AND PPOVIDED RY THE RTGISTER OF
WILLS, EVERY 3ANK, SAVINGS AND LOAN RASSOCIATIOY, CREDIT
DNION, OF OTHER DEFOSITORY OF FUNDS, SHALL NOTIFY THE
REGISTERS OF WILLS OF THE DEATH OF ANY PEPSON WHO AT THE
TIME OF DEATH HAD OF DPEPOSIT WITH THE INSTITUTICN MONIES
IN JOTNT TENANCY, TENANCY IN COMMCN, OR ANY OTHER TYPE OF
OWNERSHIP IN COMMCN WITH ANOTHER PERSON. THIS SZICTION
DOES NOT APPLY TO TENANCIES BY TFE FNTIRETITZS, TO PERSONS
WHD ART NONRESIDENTS OF THE STATE, OR TO DEPOSITS OF LESS

EYPLANATION: CAPITALS INDICATE MATTER ADDED TO EXISTING LAW.

{Brackets] indicate matter deleted from existing law.
Numerals at righ* identify computar lines of taxt.
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2 HOUSE BILL No. 1054

THAN $1,000. THE NOTICE SHALL STATE THE NAME OF THY
INSTITUTION SUBMITTING THE REPORT, THE NAME OF THE
ECEDENT, THE AMOUNT OF MONIES ON DEPOSIT, AND THE NAMES
AND ADDRESSES OF THE OWNERS OF THE DEPOSIT. THE NOTICE
SHALL BE MADE TO THE REGISTERS OF WILLS WITHIN 90 DAYS
AFTER THE INSTITUTION HARS BEEN ADVISED OF 0OF PECEIVED
INFORMATION OF THE DFATH OF AN OWNER OF THE DEPOSIT.

SECTICN 2. AND BE IT FURTHER ENACTFD, That this Act
shall take effect July 1, 1977.
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HOUSE JOINT RZSOLUTION No. 50

3y: Th= Chairman, State Tax 2eform Stuly Comrmi«te=s
Introducel and read first tim=: February 4, 1377
Acsigned *o: Ways and Means

HOUSE JOINT RFSOLUTION
A House Joint RXesolution concerning
State Taxa*ion of Military Income and Store Sales

FOR the purpose of urging *he Congress of the United
States to remove the 1legal barriers to state ard
local taxation of sales made in military post
2xcharges and commissari=2s; and *o amend curren*
statutas so as to improve military compliance with
state and local tax law.

WHEREAS, ke Advisory Commission on
Intargovernmental Pelations completed a study =antitled
Stats Taxation of Military Income and Store Sales, July,
1976, and made a number of recommendations; and

WHERZAS, "ha State of Maryland has a numoer of
military reservations which would be affec*ed by State
taxation of military incom2 and store sales; and

WHFRE2S, The State Tax Reform Study Committes has
felt tha* +he recormendations made by the Commission
would be benaficial *+o the State; and

WHERZIAS, Passage of th=as=s recommendations would
incr2as2 inceome tax and sales “ax revenues; and

WH=REAS, Th2r=a =should be an extension o stat= and
lozal sales and excise *axes to military bases; and

WHEIEAS, Thare should be a *ermination of
lomicila—only jurisdic*ional rule governina stat= and
local taxation of military income; and

WYEREAS, There should be a mandatory withholding
reguiremert of state ard local income taxes from military
income; and

WHEREAS, There should be a provision for enforcament
of leiinquert *ax obligations of federal employvees; and

WIEREAS, There should be a requirement for

EYPLANATION:
Numerals at righ* identify computer lin=s of taxt.
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2 HOUSE JOINT RESOLUTION No. 50

certification of domicile by military personn=2l; now,
therefore, be i+

RESOLVED BY THE GENERAL ASSFMBLY OF MARYLAND, That
the Sta*te of Maryland urge the the Congress of the United
States to support +the recommendations made by the
Advisory Commission on Intergovernmental Fela*ions which
would removz +the 1legal barriers to state and local
taxation of salss made in military post exchanges and
commissaries; and to amend current statutes so as *o
improve military complianca with state and local tax law;
and be it further

RESOLVED, That copies of this Resolution be sent to
th2 Maryland Congressional Delegation: Senators Charles
. Mathias, Jr. and Paul S. Sarkanes, Senate Office
Building, Washington, D.C. 20510; and Representatives
Robart ¥. Bauman, Clarence D. long, Barbara 2. Mikulski,
Marjorie S. Holt, Gladys N. Spellman, Goodloe E, Byron,
parren J. Mitch21l, and VNewton I. S5teers, Jr., House
Office Building, %ashington, D.C. 20515.
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